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E.O.l 1652:NA 
TAGS: EGEN,BR 

SUB J : EXIMBANK FINANCIAL FOR SALE OF POWER EQUIPMENT TRANSMISSION 
TO COMPANHIA ESTADUAL DE ENERGIA ELETRICA 

REF: STATE 106670 

1 . BANCO REGIONAL DO EXTREMO SUL (BRDE) IS A DEVELOPMENT BANK 
JOINTLY OWNED BY THE GOVERNMENT OF THE STATES OF PARANA, 

SANTA CATARINA, AND RIO GRANDE DO SUL. THE THREE STATES 

ARE EQUAL SHAREHOLDERS IN THE BANK'S CAPITAL - CURRENTLY 
REPORTED AT 919.7 MILLION CRUZEIROS. THE THREE STATES 
HAVE DISPARATE CLAIMS ON BRDE'S RESERVES, PROPORTIONAL 
TO BRDE'S DEFFERENT APPLICATIONS AND EARNINGS IN EACH 
STATE. CURRENT COMPOSITION OF CAPITAL AND RESERVES IS AS 
FOLLOWS: STATE OF RIO GRAND DO SUL - CRS528.2 MILLION, 

STATE OF PARANA - CR$232.8 MILLION, AND STATE OF SANTA 
CATARINA - CR$ 156.2 MILLION. BRDE WAS ESTABLISHED IN 
1961, LISTS ITS CURRENT ASSETS AS CR$8.9 BILLION, CURRENT 
LIABILITIES AS CR$7.99 BILLION. 

2. BRDE DOES NOT COMMIT THE FULL FAITH AND CUXEDIT OF THE 
BRAZILIAN FEDERAL GOVERNEMENT BY VIRTUE OF ITS SIGNATURE. 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 02 PORTO 00123 281403Z 

THE BANK S GUARANTEE FOR THIS SPECIFIC LOAN TO THE STATE 
ELETRICAL COMPANY (CEEE) PLEDGES THE FULL FAITH AND 
CREDIT OF THE STATE GOVERNEMENT OF RIO GRANDE DO SUL. SINCE 
CEEE IS ALSO OWNED BY THE STATE OF RIO GRANDE DO SUL, THE 
BORROWER AND THE GUARANTOR IN THIS CASE ARE ESSENTIALLY ONE 
AND THE SAME. 
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3. THE STATE OF RIO GRAND DO SUL HAS TRADICIONALLY DOMINATED 
THE MANAGEMENT OF BRDE - E.G., THE PRESIDENT OF THE BANK 
HAS ALWAYS BEEN A REPRESENTATIVE OF RIO GRANDE DO SUL. 

MOST OF THE BANK'S LENDING HAS BEEN TO BORROWERS IN RIO 
GRANDE DO SUL. RECENTLY THE PRESIDENCY OF BRDE PASSED 

TO A REPRESENTATIVE OF PARANA, AND THE PRESS REPORTS THAT 
A MAJORITY (PARANA AND SANTA CATARINA) OF THE INTER - 
GOVERNMENTAL COUNCIL THAT ACTS AS BRDE'S BOARD OF DIRECTORS 
FAVORED INCREASING THE CAPITAL CONTRIBUTION FROM EACH 
STATE AND THEREBY THE BANKS OPERATIONS. RIO GANDE DO 
SUL REPRESENTATIVES REPORTEDLY RESISTED COMMITTING MORE OF 
THEIR STATE S RESOURCES TO BRDE, PREFERRING TO CONCENTRATE 
RESOURCES IN ITS OWN STATE DEVELOPEMENT BANK AND EVEN 
THREATENED TO PULL-OUT OF THE BANK IF THEIR STATE COULD NOT 
REMAIN FIRST AMONG EQUALS IN THE BANK'S MANAGEMENT. WE 
WERE TOLD BY A BANK OFFICER THAT RIO GRANDE DO SUL HAS NOW 
DROPPED THIS POSITION AND WILL REMAIN AN ACTIVE AND 
EFFECTIVE PARTNER WITHIN BRDE. 

4. COMMENT: THE CONSULATE SUPPORTS THIS SALE. IN VIEW OF 

CERE'S CURRENT POSITION LEFT US WITH NO REASON TO DOUBT 
THE CREDITWORTHNESS OF THE BORROWER. BELIEVE THAT 
RIO GRANDE DO SUL HAS THE WHEREWITHAL TO SECURE THIS LOAN. 
BARR 
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